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Independent Auditor's Report

Insurance Committee
Louisiana Housing Council, Inc.
Church Point, Louisiana

We have audited the accompanying combining and combined balance sheets of the

Louisiana Housing Council Authorities
Group Self Insurance Risk Management Agency

Church Point, Louisiana

as of March 3.1,2006 and 2005, and the related combining and combined statements of revenues, expenses and
changes in fund equity and cash flows for the years then ended. These combining and combined financial
statements are the responsibility of the management of the Louisiana Housing Council Authorities Group Self
insurance Risk Management Agency. Our responsibility is to express an opinion on these combining and
combined .financial statements based on our audits.

We conducted our audits in accordance with audi t ing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audits
to obtain reasonable assurance about whether the combining and combined financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the combining and combined financial statements. An audi t also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
combining and combined financial statements presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the combining and combined financial statements referred to above present fairly, in all
material respects, the individual and combined financial positions of the Louisiana HousingCouncil Authorities
Group Self Insurance Risk Management Agency as of March 31, 2006 and 2005, and the results of their
operations and iheir cash flows for the years then ended in conformity with accounting principles generally
accepted in the United Stales of America.



The Management's Discussion and Analysis on pages 5 through 7 is not a required part of the basic f inancial
statements but is supplementary information required by the Governmental Accounting Standards Board. We
have applied certain l imited procedures, which consisted principally of inquiries of management regard ing the
methods of measurement and presentation of the supplementary information. However, we did not audi t the
information and express no opinion on it.

In accordance with Government Audit ing Standards, we have also issued our report August 1.6, 2006, on
our consideration of the Louisiana Housing Council Authorities Group Self Insurance Risk Management
Agency's internal control over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that testing and not
to provide an opinion on the internal control over financial reporting or on compliance. That report is an integral
part, of an aud i t performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our axidit.

Our audits were made for the purpose of forming our opinions on the combining and combined financial
statements of the Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency taken
as a whole. The required supplementary information included in the Schedule 1-10 Year Claims Development
Information is presented for purposes of additional analysis and is not a required part of the combining and
combined financial statements. Such additional information has been subjected to the auditing procedures
applied in the audits of the combining and combined financial statements and in our opinion, is fairly slated, in
all material respects, in relation to the combining and combined financial statements taken as a whole.

Our audits were made for the purpose of forming opinions on the combining and combined financial
statements of the Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency taken
as a whole. The supplementary information included in the Financial Indicator Table is presented for purposes
of additional analysis and is not a required part of the combining and combined financial statements. Such
additional information has been subjected to the audit ing procedures applied in the audits of the combining and
combined financial statements and in our opinion, is fairly stated, in all material respects, in relation to the
combining and combined financial statements taken as a whole.

Yours truly,

"f&*4



Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Management's Discussion and Analysis

The following is management's discussion and analysis of the financial performance of the Louisiana Housing Council
Authorities Group Self Insurance Risk Management Agency (1RMA) for the fiscal year ending March 31,2006, It is
presented as a narrative overview and analysis for the purpose of assisting the reader in interpreting the key elements
of the financial statements and notes to (he financial statements, and supporting schedules for the current year.
The Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency is an association of City
and Parish Public Housing Authorit ies in the State of Louisiana who pool their funds to purchase certain types of
insurance coverage. The 1RMA was originally formed in 1994 and currently offers coverage for Worker's
Compensation, Fire and Extended Coverage (Property), and General Liability. Each line of coverage is a separate fund
wi th in the 1RMA and has different members with the General Liability Fund having the broadest membership of 118
Authorities, Addit ional coverages offered by LHC include Public Officials Liability, Health, Long-Term Disability,
Life and Pension.

At March
31.2006

8.09
2.29
5.80

At March
31,2005

7.22
2.09
5.29

At March
3 J, 2004

5.85
1.98
4.05

Percentage
Increase

12.0%
9.6%
9.8%

A committee of 7 members along with an Insurance Coordinator (who is contracted by the board) serves as the
insurance committee to the IRM.A. This committee makes the decisions regarding the operations and results of the
1RMA shown herein. The IRMA and insurance program are currently administered by Arthur J. Gallagher Risk
Management Services, Inc. at the direction of the committee.

Financial Highlights (in Millions)

Cash and Investments
Reserves for Unpaid Claims
Fund Equity

Premium Income
Premiums Ceded and Insurance Policies Purchased
Investment Income and Change in Unsold Investments
Net Claims Expense
Administrative, Legal and, Overhead Fees
Net Income

As shown above, cash and investments have increased by 12.0% which was driven by the IRMA's continued strong
performance. Reserves for unpaid claims have increased slightly reflecting the addition of another claim year, The
IRMA now has a combined $5.8 mi l l ion in total fund equity as of March 31, 2006.

For the fiscal year 2006, total premium income and insurance expense have remained relatively consistent with 2005
with the exception of premiums on Fire and Extended Coverage which dropped by nearly $158,000 in 2006 versus
2005. Total claims incurred have increased by approximately $1,161,000.

Fiscal
Year 2006

7.67
2.92
0.24
4.22
0.38
0,52

Fiscal
Year 2005

7.64
3.16
0.06
3.06
0.37
1.25

Fiscal
Year 2004

7.57
3.47
0.06
2.93
0.33
LOO

Percentage
Increase

0.3%
(7.6)%
3.0%

37.9%
2.7%

(58.4)%

Fiscal Year 2006 Fiscal Year 2005 Fiscal Year 2004

Worker's Compensation
Health
Fire & Extended Coverage
General L iab i l i t y

$380,957
1,904,817
1,324,745
605.621

$253,954
1,671,786
865,313
264,385

$212,300
1,653,461
945,230
117,442

Total 4.216,140 3,055,438 2.928,433



Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Management's Discussion and Analysis

Financial Highlights (in Millions) (Continued)

Investment income for fiscal years 2006 was approximately $237,000 or about 3.1% earned on average cash and
investments compared to $60,000 and 0.9% from fiscal year 2005.

The IRMA'soveral l net income for 2006 dropped lo $5 1 5,845 for the fiscal year 2006 versus $1,246,952 in 2005. This
decrease in net income was driven mostly by the increase in claims expenses in 2006 as illustrated in the previous table.
The net return on revenue for the years 2006 and 2005 were 8.3% and 2 1 .2%, respectively.

Basic Financial Statements

The basic financial statements include information for the Louisiana Housing Council Authorities Group Self Insurance
Risk Management Agency on a combined basis with additional details for each ind iv idua l fund. The statements are
presented in accordance with Governmental Accounting Standards Board (GASB) accounting principles and include
the Balance Sheets, Statements of Revenues, Expenses, and Changes in Fund Equity, and Statements of Cash Flows.

The Combining and Combined Balance Sheets present the assets and liabilities of the JRMA and insurance programs
with each fund shown separately and a combined column to the far right of the report. The difference between tola!
assets and l iabil i t ies is represented as fund equity and is a useful indicator of the surplus generated by the agencies for
all years of operation including any dividends that have been distributed to members. The change in fund equity can
be used as a useful measure of whether the financial position of the agencies is improving or deteriorating.

The Combining and Combined Statements of Revenues, Expenses, and Changes in Fund Equity present the results of
the 1 RM A's operations for the past two fiscal years. This statement shows the revenues generated by the funds along
with the associated expenses. The revenues in excess of expenses are represented as net income and contribute to the
change in fund equity from one year to another.

The Combining and Combined Statements of Cash Flows present information showing how the IRMA's cash has
changed throughout the fiscal year as a result of its operations.

Other Receivables

The balance sheets for the IRMA contain an asset t i t led Other Receivables. The balance of this account is comprised
of the items detailed in the schedule below.

March 31, March 31, March 31,
2006 2005 2004 Change

Reinsurance Recoveries $13,956 $165,147 $331,41! ($151,191)
Pre Collected Renewal Premiums 807,753 2,531,046 (807,753)
Pension Forfeiture Credits Receivable 45,249 24,351 13,575 20,898
Miscellaneous Receivables 6,436 4.804 2.569 1.632

Total 65.641. K002.055 2.878,601 (936.

As detai !ed above the most significant changes year over year were in reinsurance recoveries due to the IRMA and pre-
collected renewal premiums. A reinsurance recovery is recorded when a claim attaches lo one of the insurance policies
purchased by the IRMA and the IRMA advances claims money to its members to settle a claim, The reinsurance
receivables were significantly higher as of March 3 1 , 2005 versus March 3 1 , 2006 as a result of recoveries related to
Hurricane Li l t which were received from the reinsurance carrier in 2006.



Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Management's Discussion and Analysis

Other Receivables (Continued)

Pre-collecleci renewal premiums shown above represent premiums collected for both the Fire and Extended Coverage
and General Liabi l i ty renewals. Both of these funds have a renewal date of April 1 each year. The 1RMA bills its
members in March to ensure thai funds are collected in sufficient time to cover re-insurance cost and any claims
activity that may arise shortly after the renewal date. Since the effective date of these renewals is subsequent to the
date of the financial statements, any premiums collected arc recorded as an asset of the 1RMA with a corresponding
l i ab i l i t y recorded in Unearned Premiums. Depending on when the bil l ing occurs during the month of March each year,
significant fluctuations in this account balance wil l occur from year to year. In 2006, the b i l l ing occurred in late March
and there were no pre-collections as of year end.

Unearned Premiums

As noted in the section above for Other Receivables, when premiums are pre-coDectcd for a renewal or insurance
carrier premium installment, a l iabi l i ty must be established tore-fleet that as of that point in time, those collections were
made for activity that was to happen subsequent to the date of the financial statements. Because there were no pre-
collected premiums as of the current year end, the unearned premiums reflected under the Worker's Compensation
Fund, Fire and Extended Coverage Fund, and General Liability Fund all reflected a zero balance. The unearned
premiums shown under the Public Officials Fund are recorded as a result of this policy having a renewal date that does
not coincide with the date of the financial statements. This policy renews on September 1 of each year. While annual
premiums are collected and remitted to the carrier upon the policy's renewal, as of the date of the financial statements
(March 31) there are collected premiums that wil l be earned over the next five months and u n t i l the Public Official
Liability policy is fu l ly expired on August 31 of each year.

Other Payablcs

The Agencies Balance Sheets have an Other Payables balance of $44,613 under the General Liability Fund. This
payable represents claims activity associated with a class action lawsuit filed by tenants of the Morgan City Housing
Authority alleging toxic mold poisoning over a span of several years. The nature of the claim is such that at the time
of the financial statements, the IRMA is unable to determine which insurance policy period(s) and which carrier(s) wil l
be responsible for covering any losses and expenses associated with this claim. The fund had previously paid legal
and adjusting expenses in connection with this claim only later to be reimbursed by one of thecarriers that has potential
responsibility. The 1RMA has decided to take a conservative approach and record this reimbursement received as a
l iabi l i ty rather than reduce claims expenses u n t i l the court decides which parties are ul t imately responsible for the
claim.

Contacting the IRMA's insurance Coordinator

This financial report is intended to provide a general overview of the Louisiana Housing Council Authorities Group
Self Insurance Risk Management Agency for any interested parties. Questions concerning any of the information
provided herein, or requests for addi t ional financial information should be addressed to the Louisiana Housing
Council 's Insurance Coordinator,

Ms. Gertrude Broach
405 South David
Church Point, LA 70525



o «
S o

(N<j-
o
CO co

ot.

vo
oi

•§ « 2 3
s* jj; flj g_

O J

CO

CO

co
co

oo
CO

« ,*- _
v ••* C
C3 «^ P

a
<u
M!

ro O
Os -̂i
(̂  O^
vo r~-o co
t""- O*1-

ô
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Louisiana Housing Council Authori t ies Group Self Insurance Risk Management Agency
Notes to Financial Statements

March 31,2006

Background information on Public Entity Risk Pools

In Apri l , 1984, (he Governmental Accounting Standards Board (GASB) was established as an arm of the Financial
Accounting Foundation to promulgate standards of financial accounting and reporting with respect to activities and
transactions of state and local entities.

In November, 1989, the GASB issued Statement No. 10 "Accounting and Financial Reporting for Risk Financing and
Related Insurance Issues" (GASB 10) to establish accounting and financial reporting standards for risk financing and
insurance-related activities of state and local governmental entities, including public entity risk pools,

In February, 1996, the GASB issued Statement No. 30 "Risk Financing Omnibus, An Amendment of GASB Statement
No. 10".

A "public ent ity risk pool" is defined in GASB Statement No, 10 as a "cooperative group of governmental entities joining
together to finance an exposure, l iabi l i ty , or risk." There are four basic types of public entity risk pools which can serve
one or several of the following functions;

Risk-sharing pooJ

An arrangement by which governments pool risks and funds and share in the control of losses.

insurance-purchasing pool

An arrangement by which governments pool funds or resources to purchase commercial insurance products.

Banking pool

An arrangement by which monies are made available for pool members in (he event of loss on a loan basis.

Claims-servicing or account pool

An arrangement by which a pool manages separate accounts for each pool member from which the losses of that
member arc paid.

Risk-Sharing and Insurance-Purchasing Pools Insurance-Purchasing Pools

Workers Compensation Fund Long-Term Disability Fund
Health Fund Life Insurance Fund

Fire & Extended Coverage Fund Public Officials Liability Fund
Genera! Liabil i ty Fund

Participation in the Agency is open to all housing authorities which are members of the Louisiana Mousing Council, Inc.
These housing authorities join together to acquire commercial insurance coverage at lower costs. Participation is
voluntary and participants may withdraw by giving proper notice. The Agency's general objectives are to formulate,
develop and administer, on behalf of the member housing authorities, a program of inter-local risk management to obtain
lower costs for that coverage,



Louisiana Housing Council Authorities Group tSelf Insurance Risk Management Agency
Notes to Financial Statements

March 31,2006

Background information, on Public Entity Risk Pools (Continued)

In 1981, the Louisiana Legislature enacted Louisiana Revised Statutes (LRS) 33:1351 through 33;I360, the "Local
Housing Authority Self Insurance Act of 1981." LRS 33:1354 authorizes the Louisiana Housing Council, Inc. (LHC) to
administer an inter-local risk management agency, wi th the insurance committee of the LHC constituting the board of
trustees for such agency. LHC is an association for the housing authorities of Louisiana and is incorporated as a nonprofit
corporation under the laws of the State of Louisiana,

Background on the Risk-Sharing Pools

Participating housing authorities transfer risk of loss to the funds in the risk-sharing pool. If the assets of the Agency are
exhausted, participants will be responsible for their respective outstanding claims.

The Workers1 Compensation Fund had sixty-nine and seventy-one housing authorities participating as of March 3 !, 2006
and 2005, respectively. The Fund uses the Louisiana Workers* Compensation Corporation (LWCC)forclaims processing
and has established a "Loss Deposit" account with them.

The Health Fund had forty-four and forty-six housing authorities participating as of March 31, 2006 and 2005,
respectively. In June 2005» LHC hired Benefit Management Services to perform the claims processing for the Health
Fund,

The Genera! Liabi l i ty Fund had one hundred eighteen housing authorities participating as of March 31, 2006 and 2005,
respectively. Associated Claims Adjusters, Inc. performs the claims adjusting for the Fund.

The Fire and Extended Coverage Fund had one hundred thirteen and one hundred eleven housing authorities participating
as of March 31, 2006 and 2005, respectively. Associated Claims Adjusters, Inc. performs the claims adjusting for the
Fund.

Fund underwrit ing and rate-setting policies have been established by the LHC Insurance Committee, which is the
governing body of the Agency.

Background Information on the Insurance-purchasing Pools

The insurance-purchasing pools include the Long-Term Disabili ty Fund, Life Insurance Fund and the Public Officials
Liabil i ty Fund, which are comprised of members of the Louisiana Housing Council, Inc. The Funds receive premiums
from the housing authorities and pool the funds to purchase commercial insurance products.

Note 1-Summary of Significant Accounting Policies

A. Basis of Accounting

The Agency is considered an enterprise fund and, accordingly, uses the accrual method of accounting.

B, Cash and Cash Equivalents

For purposes of the statement of cash flows, the Agency considers ail h ighly l i qu id debt instruments purchased with
a maturity of three months or less to be cash equivalents.

17



Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Notes to Financial Statements

March 31,2006

Note 1-Summary of Significant Accounting Policies (Continued)

C. Method Used to Value Investments

Investments are reported at fair value. Fair value is based on the market value on the last business clay of the fiscal
year. Purchases and sales of securities are reflected on the trade date. Interest income is recorded as earned on the
accrual basis.

L>- Premium income and Accounts Receivable

Premiums are recognized as income over the life of the policies as they are earned. Accounts receivable are current
and considered to be fully collectible by management; therefore, no reserve for bad debts has been established.

E- Unpaid Claims Liabi l i ty

(1) Workers' Compensation Fund, Health Fund, Fire & Extended Coverage Fund and General Liability Fund

These funds establish claims l iabi l i t ies based on estimates of the ultimate cost of claims (including future claim
adjustment expenses) that have been reported but not settled and of claims that have been incurred but not reported
(1BNR), The length of time for which such costs must be estimated varies depending on the coverage involved,
Estimated amounts of reinsurance recoverable on unpaid claims are deducted from the l iab i l i ty for unpaid claims.
Because actual claims costs depend on such complex factors as inflation, changes in doctrines of legal liability, and
damage awards, the process used in computing claims liability does not necessarily result in an exact amount. Claims
liabil i t ies are recomputed periodically usinga variety of actuarial and statistical techniques to produce current estimates
that reflect recent settlements, claims frequency, and other economic and social factors. A provision for inflation in
the calculation of estimated future costs is implici t in the calculation. The carrying amount of liabilities for claims
losses and claims expense is presented at actual amounts expected to be spent and arc not discounted to present value.
Investment earnings are not taken into account in determining claims l iabi l i ty .

(Jl) All Other Insurance Funds

These funds buy insurance from various commercial insurance companies to cover all claims; therefore, no reserve
for unpaid claims l iabi l i ty has been established.

F. Excess and Reinsurance Policies

The funds in the risk-sharing pools purchase excess and reinsurance policies to reduce exposure to large losses on
insured events. Under excess policies, once claims reach the provided specific or aggregated stop loss l imit , the
liability transfers to the excess insurer. Reinsurance policies permit recovery of a portion of losses, although it does
not discharge the primary l i ab i l i ty of the ind iv idua l funds as direct insurer of the risks. Funds do not report reinsured
risks as liabilities unless it is probable that those costs will not be covered by reinsurers. The Agency evaluates the
financial condition of its reinsurers and monitors concentrations of credit risk arising from similar geographic regions,
activities, or economic characteristics of the reinsurers to minimize their exposure to signif icant losses from reinsurer
insolvencies.

G. Income Taxes

The Agency is exempt from federal income taxes under Sections 7701 and 1 1 5 ( 1 ) of the Internal Revenue Code.

18



Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Notes to Financial Statements

March 31,2006

Note I-Summary of Significant Accounting Policies (Continued)

H. Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of the f inancia l statements and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those estimates. Significant
estimates made by management which might affect these financial statements include, but are not l imited to, unpaid
claims l iabi l i ty for all risk-sharing and insurance purchasing pools.

Note 2-Agcncy Pool

The Louisiana HousingCouncil AuthoritiesGroupSelf Insurance Risk Management Agency sponsors an Agency Pool,
which includes only the Pension Fund. This fund receives the contributions from the housing authorities and remits
to (he custodian.

Note 3-Cash and Investments

Statement No. 40 (GASB 40) of the Governmental Accounting Standards Board, Deposit and Investment Risk
Disclosures, established and modified disclosure requirements of investment risks related to credit risk, concentration
of credit risk, and interest rate risk associated with interest-bearing investments. Such disclosures required by GASB
40 and applicable to the Agency are reflected as follows.

Credit Risk

Credit risk is the risk that an issuer of an investment wil l not fu l f i l l its obligation to the holder of the investment. This
is measured by the assignment of a rating by a nationally recognized statistical rating organization (NRSRO). The
Agency's investment policy, which conforms to Louisiana state law, does not specifically l imit investment in securities
based on an NRSRO credit rating, but the policy does designate authorized investments by type. These authorized
investments, within established guidelines, are as follows;

1. Bonds, notes, bi l ls or other securities guaranteed by the fu l l faith and credit of the United States
Government.

2. Bonds, notes, debentures or other s imilar obligation of an agency of the United States Government
created by Act of Congress.

3. Domestic interest-bearing savings accounts, domestic interest-bearing certificates of deposit or domestic
interest-bearing time deposits or any other investments that are direct obligations of any bank, or savings
and loan association which is insured by the FDIC.

4. Repurchase agreements, collateralized by f u l l faith and credit U.S. Treasury Securities and incompliance
with state law,

5. Any other investments allowed for under the Louisiana statutes and Federal statutes and regulations.
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Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Notes to Financial Statements

March 31, 2006

Concentration of Credit Risk

Concentration of credit risk is the "risk of loss attributed to the magnitude of investments in a single issuer". The risk
occurs "when investments are concentrated in any one issuer that represents five percent or more of total assets".
Investments issued or explicitly guaranteed by the U.S. Government and investments in mutual funds, external
investment pools, and other pooled investments are excluded from this requirement. The Agency has no investments
of any single organization (other than those issued or guaranteed by the U.S. Government) that represents five percent
or more of the Agency's total assets.

Custodial Credit Risk

Custodial credit risk for deposits is the risk thai, in the event of the fai lure of a depository financial institution, the
Agency wil l not be able to recover its deposits or wi l l not be able to recover collateral securities that are in the
possession of an outside party. The custodial credit risk for investments is the risk that, in the event of the failure of
the counter-parly to a transaction, the Agency will not be able to recover the value of its investment or collateral
securities that arc in the possession of another party,

The Agency is governed by and in conformity with Section 33:2955 of the Louisiana Revised Statutes, which
establishes guidelines for depository and investment activity,

• In accordance with statutes of the Slate of Louisiana, the Agency maintains its deposits at financial
institutions authorized by the Board of Directors.

• The collateral for public entity deposits in financial institutions is held in (he name of the Stale Treasurer
of Louisiana under a program established by the Louisiana State Legislature and is governed by Section
33:2955 of (he Louisiana Revised Statutes, Under this program, the Agency's funds are protected through
a collateral pool administered by the State Treasurer.

• Financial inst i tutions holding deposits of public funds must pledge securities as collateral against these
deposits.

• In the event of a financial institution's failure, securities pledged by that institution would be liquidated
by the State Treasurer to replace the public deposits not covered by the Federal Deposit Insurance
Corporation.

Per GASB 40, investments in external investment pools and in open-end mutual funds are not exposed to custodial
credit risk because the i r existence is not evidenced by securities thai exist in physical or book entry form. At March
3 l> 2006, deposits and investments of all funds requiring custodial credit risk disclosure totaled $5,839,162; all of
which were insured or coilaieralized in accordance with state statute.

Interest Rate Risk

Interest rale risk is the risk that changes in market interest, rates wi l l adversely affect the fair value of an investment.
Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to changes in market
interest rates.

Interest rate risk inherent in the portfolio is measured by monitoring the segmented time distr ibut ion of the investments
in the portfolio. The Agency does not have a formal investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates. The following table summarizes
the Agency's segmented t ime distr ibution investment matur i t i e s in years by investment type as of March 31, 2006.
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Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Notes to Financial Statements

March 31, 2006

Note 3-Cash and Investments (Continued)

Fair Investment Maturi ty in Years
Value Less than I 1-5Investment Type

U.S. Treasury
Fire & Properly
Workers' Compensation
General Liabil i ty

Certificate of Deposit
Workers* Compensation

Total U.S. Treasury and Certificate of Deposit ^

Note 4-Unpaicl Claims Liabilities

The funds shown below have established liabilities for both reported and unreported insured events, which include
estimates of future payments of losses and related claim adjustment expenses, both allocated and unallocated.

$299,625
926,889
987,910

2,214,424

200,000

2.414.424

$299,625
297,468
397.390
994S483

200,000

1,194,483

$629,421
590.520

1,219,941

1.219.941

Changes in these l iabi l i t ies are as follows:

March 3J. 2006
Unpaid claims and claims adjustment

expenses at March 31, 2005

Incurred claims and claims adjustment
expenses of the current period

Increases (decreases) in provision for
insured events of prior years

Total incurred claims and
claims adjustment expense

Payments for claims and claims adjustment
expenses attributable to:

Insured events of current year
Insured events of prior years

Total payments and claims
adjustment expenses

Total unpaid claims and claims
adjustment expense at year end

Workers Kirc
Compensation Health Extended

Fund Coverage FundFund

$499,924

291,426

89.531

380.957

40,4 i I
222.565

262.976

617,905

$316,298

1,977,683

(72,866)

1.904.817

1,625,136
243.432

$539.107

1,300,000

24.745

1.324.745

1,050,486
507.855

1.558.341

305.51

General
Liability

Fund

£736,554

278,249

327.372

605.621

32,868
295.291

328.159

1,014,016

Total

$2,091.883

3,847,358

368.782

4.216.140

2,748,901
1.269.143

4.018.044

2.289,979
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Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Notes to Financial Statements

March 31,2006

Note 4-Unpaid Claims Liabilities (Continued)

Changes in these l iab i l i t ies are as follows:

March 31. 2005
Unpaid claims and claims adjustment

expenses at March 31, 2004

Incurred claims and claims adjustment
expenses of the current period

Increases (decreases) in provision for
insured events of prior years

Total incurred claims and
claims adjustment expense

Payments for claims and claims adjustment
expenses attributable to:

Insured events of current year
Insured events of prior years

Total payments and claims
adjustment expenses

Total unpaid claims and claims
adjustment expense at year end

Note 5-Pledge of Collateral

Workers
Compensation

Fund

$484.625

113,987

139.967

253,954

13,291
225.364

238.655

499.924

Health
Fund

$310.297

1,777,693

(105.907)

1.671.786

1,461,395
204.390

1.665.785

316.298

Fire
Extended

Coverage Fund

$492.713

955,577

(90.264)

General
Liability

Fund Total

$690.604 $1.978.239

865J13

451,440
367.479

818.919

539.107

317,399

(53.014)

264.385

58,267
160.168

218.435

736.554

3,164,656

(109.218)

3.055.438

1,984,393
957.401

2.941.794

2.091.883

The Workers* Compensation Fund has pledged and assigned a $200,000 Certificate of Deposit to Louisiana Worker's
Compensation Corporation to secure the payment and performance of the obligations of the Fund.

Note 6-Reinsurance Policy Coverage

A. Workers' Compensation Fund

At March 31, 2006 and 2005, the Fund had excess insurance at statutory l imi t s and employer l iabil i ty at $1,000,000.
The self insured deductible is $135,000 and $125,000, respectively, for each specific event with a $365,000 and
$375,000 stop loss aggregate for the policy periods. Premiums ceded to excess insurers during the years ending March
31, 2006 and 2005 were $318,486 and $338,076, respectively,

B. Health Fund

At March 31, 2006 and 2005, the Fund had reinsurance wi th each participant having a l i fet ime maximum coverage of
$1,000,000. The self insured retention is $66,000 for each individual . Premiums ceded to reinsurers during the years
ending March 31 > 2006 and 2005 were $331,553 and $333,720, respectively, and the amount deducted from claims was
$90,826 and $66,43.1, respectively. All of the reinsurance activity was with a single reinsurer. The anticipated
recoverable amount as of March 31, 2005 was $21,918. There was no anticipated recoverable amount at March 3 I,
2006.
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Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Notes to Financial Statements

March 31,2006

Note 6-Reinsurance Policy Coverage (Continued)

C. Fire & Extended Coverage Fund

At March 3 1,2006 and 2005, the Fund had excess insurance with a self insured retention of $ 175,000 for each specific
event and aggregate slop losses of $1,300,000 and $1,295,689, respectively, for the policy periods. Premiums ceded
to excess insurers during the years ending March 31, 2006 and 2005, were $1,413,318 and $1,571,443, respectively.
The policy period runs from April 1st to March 31s1 of each year.

D. General Liability Fund

At March 31,2006 and 2005, the General Liability Fund had excess insurance with a self insured retention of $ 100,000
for each specific event and a $500,000 aggregate stop loss for the policy periods, Premiums ceded to excess insurers
dur ing the years ending March 31 s 2006 and 2005 were $550,433 and $596,967, respectively. The policy period runs
from April Is1 to March 3 I" of each year.

Note 7-Related Party Transactions

The Louisiana Housing Council, Inc. (LHC) provides benefits and services to the housing authorities, as well as access
to lower cost insurance, but docs not participate in the insurance. The Fire and Extended Coverage, General Liability
and Public Officials Liabil i ty Funds pay a fee to LHC based on housing authorities' participation in the pool of fire
& extended coverages, general l iabi l i ty and public officials l iabi l i ty policies. These fees are recognized when the
policies are billed. Total fees for the years ended March 31,2006 and 2005 were $76,404 and $77,041, respectively.

Note 8-Administrative Services

Arthur J. Gallagher Risk Management Services, Inc., is a third-parly service agent hired by the funds to perform the
risk management and administrative functions of the Agency. These fees are based on different criteria for each type
of insurance coverage. Total fees expensed for the years ended March 31, 2006 and 2005, were $112,753 and
$112,932, respectively. Fees by fund are as follows:

2006 2005

Workers Compensation Fund $20,000 $20,000
Health Fund 11,289 11,132
Long-Term Disability Fund 1,401 1,408
Pension Fund 1,113 1,242
General Liability Fund 75,000 75,000
Public Officials Liabil i ty Fund 3,950 4,15.0

112.753 112.932

Note 9-Forfeitures Payable

The Pension Fund has a forfeiture account with The Copcland Companies, which provides the pension plan to the
housing authority participants, with a balance of $45,249 and $24,351 at March 31,2006 and 2005, respectively. These
amounts wi l l be allocated to the participants.

Note 10-Confingcnt Liabilities

The Agency is a l i t igate in several lawsuits. The Agency, on the advice of legal counsel, believes that such
proceedings and contingencies wil l not have a material effect on the Agency.
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Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Financial Indicator Table

Year Ended March 31, 2006

Loss Ratio ~ Incurred Losses and Loss Adjustment Expense $4,216,140
Net Premiums Kamed 4,749,969

Loss Ratio - 88.76%

Expense Ratio -• Expenses (excluding expenses related to losses) 364,071
Net Premiums Earned 4,749,969

Expense Ratio ^ 7.66%

Combined Ratio •-••• Loss Ratio -I- Expense Ratio 0.96 Combined Ratio - 0.96

(Vet Investment
Income Ratio - Investment Income

Net Premiums Earned
236.902

4,749,969

Net Investment
Income Ratio 0.05

Operating Ratio r-' Combined Ratio - Net Investment Income Ratio

Yield on
Invested Assets - Investment Income

Investments

0.91

236.902
2,414,424

Operating Ratio ~ 0.91

Yield on
Invested Assets = 9.81%

Change in Surplus •- Increase in Surplus
Previous Year's Surplus

515,845
5,293,209

Change in Surplus ^ 9.75%

Return on Surplus = Operating Income
Previous Year's Surplus

Net Premium
Written to Surplus =•• Net Premiums Written

Surplus

515.845
5,293,209

5,809,054

Return on Surplus - 9.75%

Net Premium
4.749,969 Written to Surplus - 0.82

Current Liability - Cash and Cash Equivalents I Invested Assets 8tQ20t637
Unearned Premium -f Unpaid Claims Liability 2,303,830

Current Liability - 3.48

Note: The above ratios represent only the self insured funds which are;
Workers Compensation Fund
Health Fund
Fire & Extended Coverage Fund
General Liabili ty Fund
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Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Financial Indicator Table

Year Ended March 31, 2005

Loss Ratio ---• Incurred Losscs_and Loss Adjustment Expense $3,055.438
Not Premiums Earned 4,472,657

Loss Ratio « 68.31%

Expense Ratio :: Expenses (excluding expenses related to losses)
Net Premiums Earned

329.122
4,472,657

Expense Ratio - 7.36%

Combined Ratio =•• Loss Ratio -(- Expense Ratio 0.76 Combined Ratio =•- 0.76

Net Investment
Income Ratio •--= Investment Income

Met Premiums Earned
58,728

4,472,657

Net Investment
Income Ratio - D.O)

Operating Ratio •-•= Combined Ratio - Net Investment Income Ratio

Yield on
Invested Assets - Investment income

Investments

0.75 Operating Ratio - 0.45

58.728
2,428,182

Yield on
Invested Assets - 2.42%

Change in Surplus - Increase in Surplus
Previous Year's Surplus

1,246,952 Change in Surplus - 30.82%
4,046,257

Return on Surplus - Operating Income
Previous Year's Surplus

(Vet Premium
Written to Surplus - Net Premiums Written

Surplus

1,246,952 Return on Surplus - 30.82%
4,046,257

Net Premium
4.472t657 Written to Surplus - 0.84
5,293,209

Current Liability -- Cash and Cash Equivalents * Invested Assets
Unearned Premium + Unpaid Claims Liability

7.961.600 Current Liability - 2.74

Note: The above ratios represent only the self insured funds which are:
Workers Compensation Fund
Health Fund
Fire & Extended Coverage Fund
General Liability Fund
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CERTIFIED PUBLIC ACCOUNTANTS

8555 UNITED PLAZA BLVD., SUITE 200

8ATON ROUGE. LOUISIANA 70809
(2251 923-3000 * FAX (925) 993-3008

August 16,2006

Report on Internal Control over Financial Reporting ant! on
Compliance and Other Matters Based on an Audit of Financial Statements

Performed in Accordance with Government Auditing Standards

Insurance Committee
Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Church Point, Louisiana

Members of the Committee:

We have audited the combining and combined financial statements of the

Louisiana Housing Council Authorities
Group Self Insurance Risk Management Agency

Church Point, Louisiana

as of and for the year ended March 31,2006, and have issued our report thereon August 16,2006. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Audit Standards > issued by the Comptroller
General of the United States,

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Louisiana Housing Counci I Authorities Group Self
Insurance Risk Management Agency's internal control over financial reporting in order to determine our
auditing procedures for the purpose of expressing our opinion on the combining and combined financial
statements and not to provide an opinion on the internal control over financial reporting. Our consideration of
the internal control over financial reporting would not necessarily disclose all matters in the internal control that
might be material weaknesses. A material weakness is a reportable condition in which the design or operation
of one or more of the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected wi th in a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over financial reporting
and its operation lhat we consider to be material weaknesses.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Lxniisiana Housing Council Authorities Group
Self Insurance Risk Management Agency's combining and combined f inancial statements are free of material
misstatement, we performed tests of its compliance with certain provisions oflaws, regulations, contracts and
grant agreements, noncompliancc with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed
no instances of noncompliance that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the insurance committee, management, the
Louisiana legislative auditor and the Louisiana insurance commissioner and is not intended to be and should
not be used by anyone other than Ihese specified parties. Under Louisiana Statute 24:513, this report is
distributed by the Legislative Auditor as a publ ic document.

Yours truly,
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Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Summary Schedule of Audit Findings

March 31, 2006

Findings - Financial Statement A u d i t

No current year findings were noted.



Louisiana Housing Council Authorities Group Self Insurance Risk Management Agency
Summary Schedule of Prior Year Findings

March 31, 2006

Findings - Financial Statement Audit

No prior year findings were noted.
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